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The Victory Tax
By

RUTH A. CLARK, C. P. A.

The 1942 Revenue Act provides, in addi
tion to increased normal and surtaxes, a
5% Victory Tax on the 1943 income of
individuals. The tax is levied on the “Vic
tory Tax Net Income”. This is substanti
ally the same as “Normal Tax Net Income”
except that it does not include income from
capital gains and from certain government
bonds. However, if a taxpayer tiles his re
turn on the simplified form, his “Victory
Tax Net Income” is his “Gross Income.”
The law also provides that the combined
normal, surtax and victory taxes cannot
exceed 90% of the taxpayer’s net income
for the taxable year. Unless extended, the
Victory tax will expire at the close of the
war.
A specific exemption of $624 a year will
be allowed every individual and is deduct
ible from the Victory Tax Net Income
before the 5% rate is applicable. If the
Victory tax net income is less than $624,
the taxpayer is exempt from the tax. In
the case of husband and wife, each is en
titled to an exemption of $624 per year,
providing each has a Victory tax net in
come in excess of $624. If a joint return
is filed and the Victory tax net income of
one spouse is less than $624, then they
would be entitled to an exemption of $624
plus the Victory Tax Net Income of the
spouse which is under $624.
A Post-War Credit or Refund of a por
tion of the Victory Tax is provided in the
following manner:

Single Person—25% of tax or $500
whichever is the lesser.
(b) Head of a family or Married per
son—40% of tax or $1000 which
ever is the lesser.
(c) Each dependent—2% of tax or $100
whichever is the lesser.
If the status of the taxpayer is changed
during the year, the Post-War Credit or
Refund will be adjusted according to the
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number of months before and after the
change. If the taxpayer computes his tax
on the simplified form, his status is deter
minted as of July 1st of each year.
Under certain conditions, credit for a
portion of the Victory Tax in an amount
not exceeding the Post-War Credit may be
taken by the taxpayer when filing his in
come tax return in 1944. The amount of
the credit to be used currently would be
based on the following:
(a) Amount of increase in certain War
Bond holdings during taxable year.
(b) Amount of payments on life insur
ance premiums providing policy was
in force on September 1, 1942 and
the insurance is on the life of the
taxpayer, his spouse or dependents.
(c) Amount of decrease in indebtedness
during taxable year providing con
tracted prior to September 1, 1942.
Current credits are not in addition to the
Post-War Credits but are used to reduce
or eliminate them.
Included in the Act, is a provision where
by employers, starting January 1, 1943,
must withhold 5% of amounts paid to em
ployees in excess of certain withholding de
ductions. The amounts withheld must be
paid to the government within thirty days
after the close of each quarter.
While certain classes of wage and salary
payments are exempt from the withholding
provisions, they are not exempt from the
tax.
All individuals with “Victory Tax Net
Incomes” in excess of $624 during the tax
able year must file returns on or before
March 15th of each year. The amounts
withheld by the employer are applied
against the Victory Tax due. If there is
any overpayment, it is applied against the
normal and surtax payable. If the tax
payer is not subject to the normal and
surtax, then he is entitled to a refund of
any payment.
Individuals whose tax has not been with
held, will nevertheless file a return on or
before March 15th of each year and pay
the entire Victory Tax when they pay their
normal and surtax.

